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SECOND SUPPLEMENTAL APPROPRIATION BILL, 1954 


MONDAY, FEBRUARY 22, 1954 


UNITED STATES SENATE, 
COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The committee met at 11:15 a. m., pursuant to call, in room F-37, 
the Capitol, Senator Homer Ferguson, presiding 
Present: Senators Ferguson, Cordon, Saltonstall, Young, Thve, 
Dworshak, Hayden, and Kilgore. 


BUREAU OF THE BUDGET 
PRESIDENT’s ApvIsoRY COMMITTEE ON GOVERNMENT ORGANIZATION 
STATEMENT OF J, M. DODGE, DIRECTOR, BUREAU OF THE BUDGET 
ORGANIZATION 


Senator Ferauson. The committee will come to order. 

The first item is the President’s Advisory Committee on Govern- 
ment Organization. ‘That is the new Hoover Commission. 

Mr. Dopaer. No, that is the Rockefeller, Eisenhower, and Flemming 
Committee. 

Senator Fercuson. That is the one that was not set up by Congress. 

Mr. Dongs. That is right. 

Do you want me to make a brief statement on it? 

Senator Frrauson. Yes, go ahead. 

Mr. Dover. Mr. Chairman, this Committee, composed of Mr. Nel- 
son Rockefeller, as chairman, now Under Secretary of the Depart- 
ment of Health, Education, and Welfare, Mr. Milton Eisenhower, 
and Mr. Arthur Flemming, now ODM Director, and their staff, was 
organized by the President shortly after the election and before the 
inauguration. Their task was to review the studies of the Hoover 
Commission and others that had considered Government organization 
and prepare information for the President on possible organization 
changes in the Government, prior to his taking office. They served 
without any cost to the United States Government. 


PURPOSE OF ORGANIZATION 


On January 23, 1953, the Committee was made official for the new 
administration by Executive Order No. 10432. It was charged with 
assisting the President in the development of organizational improve- 
ments in the executive branch of the Government. 

During 1953, assistance was provided to the President and to the 
Director of the Bureau of the Budget in the development of the 10 
reorganization plans which became effective during the first session of 
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the 83d Congress, and other changes which were put into effect by 
Executive order and by administrative action within the Government. 

During fiscal year 1954, this Committee has continued to provide 
advice and assistance to the President and the Director of the Bureau 
of the Budget in determining proposals to be readied for transmittal 
to the Congress and in connection with other current organizational 
and management problems. 


ALLOCATION OF FUNDS 


In 1953, $16,000 was allocated for their expenses from the emer- 
gency fund of the President of which about $13,000 was spent. An 
additional $5,000 was allocated in the fiscal year 1954. That was on 
November 12, 1953. The amount, however, only financed the Com- 
mittee until January 23, 1954. The President’s emergency fund 
could not be used to support the activities of this Committee after 
that date. 

Section 213 of the Independent Offices Appropriation Act of 1945 
limits to 1 year the expenditure of funds for activities for which no 
appropriation by Congress has been made. There is no additional 
allocation anticipated. 

The Committee has had temporary consultants, which were the 
only other personnel employed up until November 30, 1953, when a 
staff director and a secretary were employed. The other obligations 
are for travel and nominal housekeeping expenses. 

As I stated earlier, the Committee itself serves without compen- 
sation. 

PURPOSE OF REQUEST 


The supplemental request is to take care of their possible require 
ments during the remainder of the 1954 fiscal year and the fiscal year 
1955. 

Senator Fercuson. How many consultants have they? Or does 
that change from day to day? 

Mr. DopGe. That changes, Mr. Chairman, depending upon the 
nature of the problems being studied. 

At the moment, they have an executive secretary and 1 or 2 stenog- 
raphers, and as we get into the 1955 reorganization proposals, that 
may be stepped up by additional consultants. 

Senator Farauson. Do I understand, then, that the purpose of 
this Committee would be from now on, as it has been in the past, 
to work on what would be known as Presidential reorganization plans? 

Mr. Doper. That is correct. 

Senator Fercuson. Rather than on what might come out of the 
other two committees, the other with respect to Federal-State rela- 
tionships, and the second Hoover Commission? 

Mr. Doper. That is right. It is carrying on the type of work 
represented by the 10 plans submitted last year 

Senator SALTONsSTALL. Mr. Chairman? 

Do I understand that the committee cut you five-hundred-thousand- 
odd dollars? 

Mr. Dopcr. That was the Hoover Commission, Senator. This is 
the Advisory Committee on Government Organization. 

Senator Corpon. May I ask whether the figures given were $16,000 
plus $5,000? 
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Mr. Dopver. That is right. That is from January to January. 

Senator Corvon. And $60,000 from January to July? 

Mr. Dopce. From January 1954 to July 1955. A year and a 
half approximately. 

Senator Corpon. They are stepping up their operations? 

Mr. Dongs. They may. I can assure you, from my own knowl- 
edge of the committee, that works with me very closely, that no 
more will be spent than absolutely necessary. . 

Senator Corpon. I wonder how the figure was arrived at, Mr. 
Dodge? 

Mr. Donar. It was their estimate. As we get into these 1955 re- 
organization plans, some of which were developed last year, and not 
yet submitted, there may be additional consultants and clerical help 
needed and these involve per diem and traveling expenses and similar 
costs 

Senator Corpon. | take it the language used here is substantially 
the same as was used in the Executive order? 

Mr. Donae. Yes, sir. 

Senator Corpon. I notice, for instance, your rates for services from 
experts and the rate per diem, and so forth. 

Mr. Dopar. Yes, sir. 

Senator Corpon. This is simply continuing the President’s Execu- 
tive order by congressional action? 

Mr. Donen. That is right. 

Senator Corpon. And appropriating the $60,000 for what is sub- 
stantially a year and a half? 

Mr. Doper. That is correct. 

Senator HaypeEN. Let me see if I understand. For example, 
if the Hoover Commission made certain recommendations that 
required action by the Congress, that would be one thing. If they 
made certain recommendations that the President could send up in 
a reorganization plan, that would be something else. Those recom- 
mendations which relate to Presidential reorganization plans would 
be passed on by this committee before they came up? 

Mr. Dover. They aren’t passed upon literally. They advise 
both the President and myself on any reorganization proposals that 
it is seen fit to submit. 

Senator Fercuson. I note that vou have, on line 15, $15 per 
diem, in lieu of subsistence, whereas in the Hoover Commission they 
follow the regular amount, $9. Is there any particular reason why 
this one has been placed at $15? 

Mr. Doper. Not that I recall. 

Senator Ferauson. I will ask the secretary: Do we have any other 
bills where the amounts anticipated are placed over and above 
nine? 

Mr. Hewirr. I believe we do, sir, but I would have to check. 

Senator Frerauson. I just wondered if this would be a precedent, 
and that we would be raising all of them. 

Senator Corpon. Fifteen dollars is fer more realistic than nine. 

Senator Frrauson. I have not any doubt of that, but 1 wondered 
whether this would compel us to raise all of them. 

Senator Ture. I think that is well taken, but if it is a matter of 
raising it from $9 to $15, we would be facing the same question with 
other committees. 
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Senator Frerauson. I think all other committees, if it is reasonable 
here, would say it is reasonable with them 


APPOINTMENT OF DIRECTOR 


Senator Tuyr. I would like to ask with respect to this grade 17 
matter: In the Hoover Commission organization, you didn’t have such 
a director appointed That is what leads me to ask the question, 
whether we are establishing here a person who will be a full-time 
employee under GS-17 

Mr. Dopeer. He will hold his position only so long as the committee 
operates. I am not sure, but my recollection is that he was perform- 
ing duties above GS-18 before this assignment. 

[ don’t remember his title, but he had long experience in the Govern- 
ment with various departments, and they wanted a technical man 
that was familiar with Government 


Senator Try We could have specific information on that ques- 
on 

Mr. DopaGr. Oh. ves 

Senator Try So, M1 Chairman, if we can get that spec ific infor- 


mation in the record, | won’t pursue it any further. 
senator Frercuson. It will be furnished, then, for the record. 


“he information referred to follows: 


Che iff or of Committee on Government Organization Was appointed 
e Committee to pri e continuity on a full-time basis, inasmuch as all 
( } e other full-time positions Also to acquire an 
ur nsit cperie e in Government 

| i ia ry neg vd 25 vear ‘ xperience in various Government 
agencies and prior to t! ‘ ! t was deputy head of a Government agency, 
to W position vas a t ( Jar ary 20, 1953 , 

During the earlier months of the existence the committee functioned with staff 

rr i from other agencies, whit vas not satisfactory and is no longer prac- 
tical A small continuing afl ssentia ) proper functioning. 

Senator Frrauson. Are there any other questions? 


Do you have any other subjects in the bill you want to cover? 
Mii DoDGE. No. 
Senator Fercuson. The next item is the ‘Treasury Department 


Bureau of Ac counts, Salaries and Expenses 


TREASURY DEPARTMENT 
BuREAU oF ACCOUNTS 


STATEMENTS OF P. D. BANNING, CHIEF DISBURSING OFFICER, 
C. 0. BRYANT, ASSISTANT DISBURSING OFFICER, AND R. E, 
SMITH, BUDGET OFFICER. 


SALARIES AND EXPENSES, DIVISION OF DISBURSEMENT 


Mr. Jonunson. Mr. Chairman, may I present Mr. Banning, Chief 
Disbursing Officer, Mr. Smith, the Budget Officer, and Mr. Bryant, 
the Assistant Disbursing Officer. 

Senator Fereuson. Gentlemen, will you have a seat? Whoever is 
going to speak for you may proceed. 

Mr. Banntna. Mr. Chairman, I am Paul D. Banning, Chief 
Disbursing Officer of the Treasury Department. 
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There is a general statement in the file, in our justification for the 
deficiency appropriation request, which sets forth the need for these 
supplemental funds of $4,800,000, together with an exhibit showing 
the postage charge on each activity. Subject to your approval, I 
should like to have this page and a half of justifications inserted in the 
record as my opening statement. 

Senator Frreuson. It may be inserted. 

(The statement referred to follows:) 


GENERAL STATEMEN' 
lisbursment is responsible for disbursing moneys of all depart- 


tablisl ment, postal service and certain ex rporations 


| 
lisbursing from appropriated, trust, and special deposit 


Its fu tions include 1) di 
funds 31 U. Ss. UO 192 2 recelylitl a d depo iting collect O! of dey irtment 
with certain excepti 31 U. S. C. 495); (3) issuing substitute checks for all 
disbursing officers of the United States Government (31 U.S. C. 528 1) paving 
certified claims; (5 ling United States savings bonds under the Government 
p 1. 8. C. Tor }) prepal \ f lic p 
id graph plate \ 7) prepa payrolls from addr raph 
| for ( 1 ¢ Al ri ) nplo e 
UR ) EED FO! UPPI i 

| lreasury Appropri Act provi $11 for or ry operat 

| f the D f Di il ent r the ir 1954 pro | 
] . IS 953 L here ter Pul Law 286 33d Co pprovead \ t Id 
19538 j 1 pur to the Post Office f $ ) f Govern- 
( 

‘I r | req tha Ther I] tI f 1 to e Post 
) Department il revenue out of any appropriations or funds a 

) aI I 1 bhi nts cor rned the ¢ i t amo f 
po : d theref er! 1 pursuant to regu ions pre bed } the 
P t aster (yer | 

Regulations of the Post Office provide: ] that recular postage rates will be 
charged for cheeks, bonds, and letters mailed by the Division of Disbursement; 

d (2) that rates substantially equivalent to the present parcel-post rates will be 

urged for other tter transported through the m l. ¢ pavrolls, vouchers, 
bond lists, schedules, ete.). The mailing of checks and bonds is an operation which 
the Divi on cannot lis ontinue, modify, or Isp d 

1 ( port of the Comn ittee on Post Off ce and Civil eervice | No 7 32, ¢ ile ndar 
No. 729) indieates that it is the intent of the act to require payment for ordinary 
mail In the Division of Disbursement the franking privilege has been extensively 
used Over and above the normal communication act ties, similar to other 
departments, the Division has the function of mailing 162,790,000 checks and 
bonds during the period from August 15, 1953, to June 30, 1954 In addition, 
there will be 1,901,415 mailings for administrative operations covering ordinary 
correspondence, instructions to regional offices, sched iles, voucners, etc. \t 
regular postage rates to be charged, the cost will amount to $4,965,059. The 
appropriation request has been cut to $4,800,000, a reduction of $165,059. The 


Division will absorb $81,360 of this reduction representing the cost of ordinary 


correspondence instructions to regional offices, schedules, vouchers, parcel post, 
ete. It is anticipated that the balance of $83,699 will be obtained from additional 
management savings accruing during the last half of the fiscal year Chis amount 


is over and above the savings projected in the 1954 unit cost as shown in the 1955 
budget estimates wherein the unit cost was reduced by $0.0072 under the 1953 
actual cost 

Attached is an exhibit showing quantities and cost of mail directly attributable 
to the operative workload 
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EXHIBI Public Law 286. dated Aug. 15, 1958, estimated additional cost of penalty 
fo he f l year 1954 

( Ite Rate | Total cost 
er 1 783 |S $3, 350, 993 
I Ss ® 03 RG, 144 
( ( 75, OOF 
( 192, 653 
s,1 s 0 843, 092 
4 33 908 
( 3 MT ( ), 000 
H 60.0 
I ¢ ] } ( 3. 609 
] Sl 0. 39. ) 
} R ; 10.150 
I ‘ s 09 5,09 








14,14 3/ 
{ a ( 
I I 4 
Q. A 17 0: } 
R. M + 03 2 ( 
Q ¢ i g & » 48 
635, 929 ! 3 
D 
O 
A 01 
\ s y 
I 789. 97 4X ( 


REASON FOR REQUEST 


Senator Frerauson. Now you may proceed. 

Mr. Bannina. The deficiency appropriation request is due entirely 
to legislation that was enacted subsequent to the passage of the original 
1954 Appropriation Act for the Division of Disbursement, which was 
approved on June 15, 1953. About 2 months later, or to be exact 
on August 15, 1953, Public Law 286, 83d Congress, was approved. 
This law requires each Federal agency to reimburse the Post Office 
for all mail and penalty costs. This is a businesslike arrangement, 
as each agency should know, and it should pay for its mail. The 
Division of Disbursement will pay to the Post Office Department for 
mailing checks and the cost of ordinary correspondence and parcel 
post approximately $4,965,059. Representatives of the Postmaster 
General, who conferred with us concerning the method of making 
payment for this legislation observed that the Post Office would collect 
about $40 million. This amount of postage for the Division of Dis- 
bursement would be the largest of any charge. 

Senator Frreuson. The Post Office would collect that amount? 
What do you mean by that? 

Mr. Bannina. Penalty mail from all the agencies. Our reimburse- 
ment to the Post Office, estimated by them and us—we have an exact 
record on checks issued will be—$4,965,059. 

Senator Kitgors. That money paid into the Post Office for this— 
is that just covered into the Post Office as postal receipts, or is it set 
up as ‘‘Postal receipts, Government sources’’? 

Mr. Bannina. Senator Kilgore, I am not informed as to the ac- 
counting of the Post Office, but I would assume that in the very good 
accounting system they have they would report it as receipts from 
Government sources, to afford a better classification of revenues. 
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~ 


Senator Kircore. The reason I raise that question is that it is 
paying money out of one pocket into another one. And if it places 
an additional expense on the other Government agencies, in fairness 
to them should be made clear in all accounting. Don’t you think so? 

Mr. Bannina. Yes, I do, sir. 

Senator Kiicorer. All right. 

Mr. Bannina. The postage expense in the Division of Disbursement 
covers the mailing of the checks on veterans pensions, subsistence 
allowances, disability compensation, social-security benefits, the in- 
come-tax refunds. All told, this will cost us $4,965,059. 

Now . the appropriation request 1s for $4,800,000. We are absorbing 
the difference. 

Senator Ferauson. What fund are you taking that out of? 

Mr. Banninea. That is from savings we have made this year, sir 

Senator THyr. Savings from what? 

Mr. Bannina. On our regular operations. I will get into that 
later. We have indications that we will have administrative savings 
due to mechanization. 

Senator Tuyr. Before we leave this one point, the thing that 
occurs to me is as to this $40 million from penalties. What is involved 
in that? 


) 


PENALTY MAIL 


Mr. Bannina. Possibly the word “penalty’’ is used technically 


there. An envelope bearing the Government franking privilege is 
known as a penalty envelope. It was free postage on mailing enve- 
lopes, now it costs us 3 cents. I call it penalty mail. It is franking 


privilege. 

Senator Tuyr. It costs 3 cents. In other words, it is the franking 
privilege extended to a department, and the Post Office Department 
has to handle it gratis to that department. So that it is actually 
franking mail that each division of the Government is allowed. 

Mr. Bannina. That is what it is. 

Senator Tuyr. So it isn’t penalty in the sense that you and I 
would say “penalty,’”’ that they may have committed some sort of a 
discrepancy here, for which they had been imposed a penalty. Li is 
franking mail. In other words, if you send out from the Veterans’ 
Administration a letter to a veteran or to an insurance applicant ora 
holder of a Federal insurance policy, that goes out under the franking 
privilege, and this is what you are collecting this money for? 

Senator HaypEeN. On every one of those letters, there is a penalty 
of $300 if used to avoid the payment of postage. So they call it 
penalty mail. 

Senator Tuyr. That is true. But in a sense you would think you 
had collected that penalty, because there might be some violation in 
connection with it, and in reality you are not. It is the free mail 
allowed that department which the Post Office Department is being 
reimbursed for. Isn’t that it? 

Thank you. 

Senator Ferauson. I would like to ask a question. 

Do you think that by paying this money back into the Post Office 
Department, the transfer of this fund to them will actually effect 
some savings in your department? Do you think there is more care 
in the amount of mail that you send out? 


43502—54 2 
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ne. Yes, I think there will be possibly some small 
has been my observation that generally when the ap- 


eeaienitions are sat. corks economies will be impoded Ueadiy tint 
} ht not otherwise have been obtained. But there will not be any 
S Senator, especially in our case. All 
LO illo checks, which will have to go into 
th it 3 cents for eac] heck There is nothing that we can do 
to ee the volume, and there is nothing that we can do to regulate 
th 
\ recard to o ilar correspondence between the central 
oti th onal offices, there m: be some economies. Ll know 
vost a little closer than we did. We 
y ve care to iintain records relating to the issuance of 
el ves to the differ y But th ill costs money. 
iy SON io! late this 
Mr B Inc. To ilate this prograt We believe the saving 
we ob are more than the cos But it does cost money. It costs 
for th O o | le the bookkeeping. Actually, the 
( f this $4,800,000 that will be paid to the Post Office, which 
will be $4,965.05! fact, will be taken trom many records. 
7 { | ( ON. but | lso show ho much money it costs 
i in Ss sometimes 1 | by the Post Office as 
I the iave to carry all of the franked 
\ l Ll S , 
MAILING ct 
Mia 3 I Y¢ ( n tot actual cost. The 
cha yn thes 7 yn checks will be $5,171,395. Two of the 
agencies We serv Soil Conservation and the Railroad Retirement 


1 relation to the checks we 
aus for them lhe amount of this is $208,336. 
has been rounded off at 


he ( appropriation | 
1,800,000, we | e matter of absorbing this difference of $165,059. 
S\ Guson. If this Congress raises the rate to 4 cents 
tside Ot « tain areas, are you going to come back and ask for more 
) or are vou vou LO vet it oul ot vour other funds? 
Mir. Banninc. We would have no other funds, Mr. Chairman. We 
IIS } n vy ft ke UD tl gs S§$165.059 
S C my | } cae 
i sON ihen vo vou D DAacK again: 
\1 5 ING. | suppose if an act is passed during this vear for 
rea t wi necessary tor us to return for a further 
b : yond our power to control. We 
! ( the incoming volume, nor can we control the rate that 
post on charg 
S Corpon. Do you know how much penaltv mail has been 
it by departmen eney 
t T } 
\Ir. BAN Si Cordon, | have heard that the representa- 
| 4 } , +1 + » 
: I Ost On remarked they expected to c¢ lleet about $40 
may have n their estimat 
S (Co oO. Chis money represents the monev for vour pen- 
5 > 1 
Ir. Ban This a represents thy st of our penalty 
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COMPUTING COST OF PENALTY MAIL 


Senator Corpon. Then how do you know this is the amount of 
penalty mail you are going to send out? Do you have some kind of 
a computing machine or something? 


Mr. Bannina. No, sir. We have a very simple method compared 
to some of the other agencies, The cheek is a vood unit to collect 
statistics on, and also to collect costs, We know, for example, how 
many checks we are going to send out by each type. Now, in addresso- 
eraph payments, on the basis of past experience, with the activities 
projected into the current year, we will send out 111,699,000 addresso 


graph checks. Now, there will be some typed checks, for veterans 


} 
) « 


benefits, 2,871,000. There will be some miscellaneous typed pay 


ments, amounting to 6 million checks. And then the transfer-posted 
payments, mostly income tax, 28 million. We collect costs on the 
basis of the check as a unit. Each month we keep a record. It is a 
simple thing to do, because we have the first and last check numbers 
Any substitute check that is issued always has to carry the number of 


he check that was mutilated So the f yures are exact. This estimate 


th 
| have given you is an accurate projection of our costs this year. 
“~ i) in , 

4 Lé 


tor Corvon. Is this money only for the Bureau of Accounts 
in the Treasury? 
Mr. Bannina. Only for the Division of Disbursement of the Bureau 
of Accounts. 


Senator Corpon. W 


When you get ready to send out such things as 

income-tax statements, we are in another field? 
Mr. Bannina. That is another field, sir. \ 
Senator Kitcors. If we may get away from the estimate, when you 

pay to the Post Office Department, on what figures do you pay, the 

heures they have, or your own figures? 


Mia BANNING. We pay on oul rures They acl ed to wcce pl oul 
figures. 

Senator Kinao! And the mail just goes through in the regular 
old-fashioned peli Ity envelopes. B { you a count to thei oO th 
number dispatched, and they accept that fig : 

Mr BANNING. That is correct. 

Senator Kitcore. It is something like the nonmetered mail from, 


shall we say, utility companies and billing co panies, that take a 
7 ' 
certain number of letters with no stamps on them and 


count them and 
sav, “Thisissomuch. Take a receipt for it,’’ and it goes through the 
mails. Is that correct? 
Mr. Bannina. That is the way it will be reported, Senator 
Senator KinGore. | just wanted that straight In my mind. Because 


I was trving to figure out how the Post Office could figure it 


SAVINGS Dt TO MECHANIZATION 


Mr. BANNING. | believe the O¢ ntleman as! ( d nh how W had thes 


savines of $165,059 this vear. In the fiscal vear just completed, 1953, 
the Division of Disbursement processed 199 million checks. You will 
note that the estimate for penalty mail we have this year of 171 
million is slightly less than that. The difference is due to the fact 
that the checks for salaric s of Government employees are delivered 
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to them at work, so that they must be taken off as there is no postage 
charge thereon. 

The cost last year of processing these checks was $11,716,672. 

Senator Ferauson. How much was that a check? 

Mr. Banninec. 5% cents, sir. For the current year 1954 there were 
savings that we had made in the past year, mainly in mechanization. 
The operations are highly mechanized. Virtually every operation 
that can be performed by machine is handled in that manner. The 
cost this year was reduced to 5% cents. That is about three-quarters 
of a cent less 

Senator Fercuson. But what is it costing us to mechanize? As 
much as we are saving? 

Mr. Bannina. No, sir, Senator. I have gone into that before the 
House Appropriations Subcommittee. I am pleased to say that they 
have included each year a fair allowance for mechanization 

No, sir, we have saved many times over the amount that was al- 
lowed for equipment. Generally speaking, the Congress allowed us 
about $3 million over a period of 7 years, so it ran about $350,000 to 
$400,000 a year. Now, for the current year, with the savings we got 
from 1953, as I say, the cost of checks will be about 5} cents. 

Next year we are figuring the cost as about 5 cents. Each year in 
this program of mechanization our output per employee has been 
greater. During the 7 years we have increased the output about 
70 percent. 

With re spect to this postage charge as I indicated in the justifica- 
tions, we are absorbing the $165,059. We are getting a little better 
production this year than we expected. Actually, nobody knows the 
cost until the year is over. If the income-tax program which is now 
going into operation works out well, we will be happy. Of course, it 
Is & major program, with 30 million checks written each year. The 
planning for that work is no small matter. Any delay in the writing 
of these checks or a change in the program will increase the cost of 
the checks 

MISTAKES IN CHECK ISSUANCES 


Senator Fercuson. When a mistake is made, like the one recently 
of sending that large check out, do you blame it on the machine, or 
the personnel? 

Mr. Bannina. No, sir. The large check recently issued, went out 
from a finance officer in the Army. It didn’t go out from the Division 
of Disbursement. But I have had some that did go out. Two years 
ago, we had an occasion for newspaper notoriety. Frankly, I don’t 
quite understand it. Naturally, you don’t, if you are the butt of 
the joke. But however that may be, I have figured in the 15-year 
period we had issued around a billion and a half or two billion checks. 
If we only have about one or two of those mistakes I guess we can 
take it. 

Senator Frreuson. This machine does not ring a bell when the 
check goes through it? 

Mr. Banntna. No, sir. In this case, the mistake in our organiza- 
tion was entirely due to a clerical error. As a matter of fact, there 
were seven concurrent errors that happened. You can figure what 
the average of that would be. ‘There has only been one in 2 years. 
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Since that time, we have issued about 400 million checks. I don’t 
think we are making so many errors. 

Senator Ferauson. Do you think that the average man or the 
average housewife makes as many? 

Mr. Bannina. Well, I don’t know. 

I would like to observe here that this money that we are asking for, 
this $4,800,000, amounts to about 40 percent of the funds that were 
originally provided. We will be short of funds about the 20th of 
March. That is, we are paying the Post Office quarterly for the mail 
at 3 cents per envelope, and that expenditure is cutting awfully deep 
in our appropriation. 

ANNUAL OBLIGATED BALANCE 


Through January 31, we had obligated $7,922,318. We have an 
unobligated balance as of January 31 of $2,864,551. The expenses 
projected from February through June aggregate $7,664,551. ‘That 
difference leaves us short the deficiency request of $4,800,000. 

Mr. Chairman, subject to your approval, 1 would be glad to insert 
this statement in the record. 

Senator Kitcore. Mr. Banning, one question. The cost of mailing 
out the refund checks for overpayment of income tax falls upon your 
department. The cost of mailing out income-tax returns and things 
falls under Internal Revenue. Is that correct? 

Mr. Bannina. That is correct, Senator. 

Senator Kiitcore. In other words, that part of the operation of 
Internal Revenue is chargeable to the Bureau of Disbursement? 

Mr. Bannina. The cost of writing that check and mailing it to the 
taxpayer is borne in our organization. 

Senator Kingore. By Disbursement and not by Internal Revenue? 

Mr. Bannina. Yes, sir. 

Seuator Ferauson. Is there any other question? 

That is all, then. 

Thank you very much. 

Mr. Bannine. Thank you. 

(The following material was supplied :) 
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Sialement of 0 ime oblig Ons 1, mont} jis ul year 1954 
Appropriation (Public Law 73, 83d Cong $11, 000, 000 
Reimbursementé 646, 869 
Li transfer to Bureai Account 860, 000 

I il f 10, 786, 869 


Pe I otal 
$804. 536 
763, 931 
4) 1, 548, 020 
{ 9 1, 184, 983 

® 1, 156 

22 1,4 l 
74 i ] 1,74 
17,9 7 318 
84, 444 1, 426, 57 
620 1, 887 4) 
4 734 1, 727, 732 
4 } 108 1, 383, 571 
( 4 S3f 1, 239, 133 
771, 74 7, 664, 551 
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4. 800. 000 4, 800, 000 
229 696 10, 786, 869 


due to the annual program of 
ling taxes 
: 1 will unt to $10,497,173. During this period 
ill make the aggregate cost per check $0.0512 
. +} rove far fi f 


cents per check issued 
UNITED STATES COAST GUARD 
ACQUISITION, CONSTRUCTION, AND IMPROVEMENTS 


STATEMENTS OF REAR ADM. A. C. RICHMOND, ACTING COM- 
MANDANT; COMDR. P. E. TRIMBLE, CHIEF, BUDGET AND COST 
ANALYSIS DIVISION, UNITED STATES COAST GUARD; CAPT, 
W. H. NEWTON, JR., UNITED STATES NAVY, ASSISTANT HEAD 
OF OPERATIONAL PLANNING BRANCH OF THE OFFICE OF FLEET 
OPERATIONS DIVISION, NAVY; MAJ. F. J. JAEGER, UNITED 
STATES AIR FORCE, LONG RANGE AIDS OFFICER, AIDS TO 
NAVIGATION SECTION, OFFICE OF DEPUTY CHIEF OF STAFF, 
AIR FORCE, FOR OPERATIONS, DEPARTMENT OF DEFENSE, 
AND LYLE GARLOCK, DEPUTY COMPTROLLER, OFFICE OF 
THE SECRETARY OF DEFENSE 


RESTORATION REQUESTED 


Senator Ferauson. The next item is “United States Coast Guard, 
acquisition, construction, and improvements.” 

Mr. Jounson. Mr. Chairman and gentlemen of the committee, may 
I present Admiral Richmond of the Coast Guard, who will discuss the 
next item, relating to acquisition, construction, and improvements. 
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Senator SALToNsTaLL. Mr. Chairman, may I ask a question of 
the admiral, to clear up something which is not clear in my mind? 

Does he accept the $360,000, or is he asking for a restoration of the 
$1,530,000 item denied, in the House cut? 

Admiral RicumMonp. We are asking for the full amount, sir, that is 
in the original request. Of course, we only got word of the House 
cut as of this weekend. It is a million dollars, as I recall it, Senator, 
that was cut by the House. 

Senator SALTONSTALL. Then you are asking the cut of a million 
dollars to be restored? 

Admiral RicumMonp. Correct, sir. 

Senator FirGuson. You may proceed 

Admiral Ricumonp. Mr. Chairman, | do not have a prepared state- 
ment. The item before the committee this morning is a request for 
authority for the Department of Defense to transfer to the Treasury 
Department, Coast Guard, an amount of approximately $8 million to 
complete a loran chain in the Arctic. 

Senator Ferauson. Can you explain that in a public hearing? 

Admiral Ricumonp. I may have to go off the record for part of 
this, depending on the questions. This part I can explain, sir, and 
anything that I feel is not confidential. 

Senator Frerauson. I will leave it, then, to you gentlemen as to 
what is secret. 

Admiral Ricumonp. I will have to tell you then that I can’t answer 
everything, because it is an open hearing. 

Senator Ferauson. Don’t rely upon the Senator when he is asking 
for information that is secret, because this is a technical matter and 
you gentlemen know what it is. 


PURPOSE OF REQUEST 


Admiral Ricumonp. This is for the completion of a loran chain in 
the Arctic that has already been started. This loran chain is one of 
a series that has been established by virtue of a plan drawn up by the 
Joint Chiefs of Staff. The Coast Guard in the 1953 appropriation 
got approximately one and a half million dollars, $1,484,675, to make 
preliminary surveys and to do certain preliminary foundation work in 
the Arctic region. 

The balance of the project was to have been included in the 1954 
requests of the Coast Guard, and were included in the so-called 
Truman budget. The amount was then eliminated, by virtue of a 
change in fiscal policy, and, because this particular chain will almost 
exclusively be used by the military, it was felt that if it were a military 
requirement alone, the Department of Defense should pay for it. 


PRIOR APPROPRIATION 


Senator Ferauson. Did we appropriate for this specific thing in 
another appropriation? 

Admiral Ricumonp. In 1953, $1,484,675 to begin the project. 

Senator Ferauson. This specific project? 

Admiral Ricumonp. This specific chain. Thatiscorrect,sir. And, 
as I say, it was included in the 1953 estimates of the so-called Truman 
budget, but then eliminated by virtue of the change in fiscal policy, 
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which transferred the responsibility for paying for it to the Defense 
Department. ' 
Recently, the Defense Department felt that they did not have the 


general authority to transfer this money without the approval of 


Congress, and this supplemental request has been put in to give to 
the Department of Defense that authority. 

The item is urgent, because it is desired to have this chain operative 
by this fall. All of the stations—or at least two of the stations, and 
one is very close to it—are located north of the permafrost area. The 
construction that will be done by the Army engineers, at the request 
of the Coast Guard, can only be carried on during a very short build- 
ing season, roughly from July 15 to September 1. And, of course, all 
of the material must be transported north and off-loaded in a very 
bleak and desolate area. 

Senator Haypren. Let me understand, Mr. Chairman. Is this an 
original appropriation, or a transfer of money heretofore appropriated 
from the Department of Defense to vour organization? 

Admiral Kicumonp. It is a transfer, sir. 


HOUSE ACTION 


Senator Ferauson. Isn’t the reason the House cut this because of 
Admiral Richmond’s testimony? 

Admiral RicumMonp. Because of my testimony, | presume. Because 
they felt that the cost of these three stations was inordinately high. 
The fact of the matter is, sir; that they do appear very high. The 
estimates that we have made have been based on the information 
that the Army engineers have been able to give us about their expe- 
rience in the north, and the difficulty is, of course, that you have no 
precise precedent to draw on. 

Senator Fercuson. Have you built any of these stations? 

Admiral Ricumonp. Not this far north, sir. That is the problem. 

Senator Fercuson. You said in your testimony, at the bottom of 
page 28: “Due to the isolated location, you have to pretty much play 
by ear as to the cost 

Admiral RicuymMonp. That is correct, sir. 

Senator Fercuson. And you are still playing by ear? 

Admiral RicumMonpb. Very much so, sir. I might make this answer, 
amplifying it a little further to this extent, that we have figured what 
we feel comparable construction in this country would cost, and used 
a factor of 4, which is the same factor that the Navy has used in their 
Point Barrow installations, which is about the only comparable work 
that we know of. 

Senator Corpon. Are you doing that playing by ear, or is the Corps 
of Engineers? 

Admiral RicumMonp. Well, I would say both of us, Senator. 

Senator FrerGuson. It is three times, though, what it costs in 
Alaska. 

Admiral Ricumonp. That is correct, sir. 

Senator Fercuson. And if we gave you the full amount, is there 
then a tendency, when the contractors come in, that they know what 
has been appropriated and they will play a little by ear and put in 
their bid on the high side? 

Admiral Rrcumonp. I do not think so, sir. Because the contract- 
tors that are being utilized for this work are already there in that 
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general area doing Air Force work, and I think their prices are already 
fixed. 
TYPE OF CONTRACTS 


Senater Tuyr. Mr. Chairman, I would like to ask this question. 

Are these contracts cost plus, or are they specific contracts let under 
bid? 

Admiral Ricumonp. I can’t answer specifically; my understanding 
is that they are specific contracts for work in that area, but not for 
this specific detail. There would simply be additional work added 
to the work that is being done already by the Army. 

Senator Tyr. Then it will be on a cost plus basis? 

Admiral Ricumonp. I can’t answer as to whether it is actually cost 
plus, because I am not familiar with the Army engineers arrangements 


Senator Tork. The chairman is entirely correct. If this is on a 
basis to be let, if they know the amount of money appropriated, thes 
bids would come very close to the total sum of money. If vou are on 


a basis of cost plus, then you should get down and learn something 
about the notes and not rely entirely on your ear as to what the cost 
should be in these particular installations. Because you are up in 
that region. You must already have some information. Because the 
costs involved would be the wages you would have to pay to have me 
in the isolated area, and the transportation cost involved to bring the 
material in. You know what the material will cost you. So you are 
only faced with the two factors, the cost of bringing the material in 
and the cost of keeping men up there in that isolated area. So 
there shouldn’t be too much ear music that you would have to rely on 
there. Because it is a contract fact. 

Admiral RicumMonp. The variables, sir, come in a number of things, 
not necessarily labor. We know pretty well, as indicated, the 
possible building period. The problem arises in that this is all special 
construction. 

For example, I understand that the buildings are the same type that 
the Army engineers have devised for habitation at the large base in 
that general area. Now, those have to be constructed in this countr 
| understand there is only one contractor that does that type of maak 
I have also been told that he has indicated that even if he knew on 
February 1 that he had the order to go ahead on this, he would have 
to work overtime. That is the type of variable that you run into 


POSSIBILITY OF CUT 


Senator SatronstaLu. As I see this, Admiral, and as I have said, 
sympathetically and not sarcastically, in the House you gave, at the 
request of Mr. Taber, the “dope cost.’ You emphasize the word 
“dope.” Suppose we ome it a million dollars less than the Hous« 
did, and let it go at that for the time being. 

Why wouldn’t that be, not to use the play on words, which | 
don’t quite understand, satisfactory for the time being, and let it 
go at that? 

Admiral Ricumonp. The answer to that, sir, is this, that if this is 
cut a million dollars, we will have to curtail our plans. 

Senator SALTONSTALL. You will have to change your dope? 


3502—54——_3 
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Admiral Ricumonp. No; I would say this, sir. This is what it 
will mean. We will have to, for example, cut out, at one of these 
stations or several of these stations, some of the items. For example, 
you do not have a copy of the information we gave the House, but 
one of the things is a small fuel tank farm. Because, remember, that 
once these stations are frozen in, they are going to remain so until 
we can get to them a vear later to supply them. 

Now, we can save money by doing away with the tank farm, and 
simply offloading fuel for that station by unloading drums and 
leaving the drums there. But that would be the tvpe of forward 
planning we would have to go into and the type of item we would 
have to eliminate. 

Senator Ferauson. That is true, if you can’t get them built for less 
money. That is only true if you can’t get less bids. 

As I read your testimony, vou don’t know what it is going to cost. 

Admiral Ricumonp. That is correct, 

Senator Fercuson. You may not even candi this amount of money. 

Admiral RicumMonp. There will be no bids on this, sir, in the sense 
of going out and throwing it open to competitive bidding. 

Senator Ferauson. Well, now, what kind of bids will there be on it? 

Admiral Ricumonp. The Army engineers will use the contractors 
that are up there presently working on their base, diverting them to do 
these three smaller jobs 

Senator Corpon. The point is: Are those contractors up there work- 
ing for a firm price contract, or are they working on the usual type, 
where bids are not accepted, and that is the cost plus a fixed fee? 

Admiral Ricumonp. I can’t answer that question, Senator. 

Senator Fercuson. Is this the type of job you could put on a cost 
plus fixed fee? 

Admiral Ricumonp. Well, to all intents and purposes, I suppose you 
could say it is a cost plus. We have asked the Army engineers to 
undertake the job for us. Because it would be obviously prohibitive 
for us to try to transport a contractor up there. We have no con- 
struction corps of our own. They are up there. They are doing the 
job. They are doing their own job. And therefore they are available 
for this type of work. 

Senator Corpon. In this situation, if you don’t get the million 
dollars, and it happens that you can’t do it for the amount _2ppropri- 
ated by the House, then you can finish - job this summer‘ 

Admiral Ricumonp. That is correct, 

Senator Corpon. If you do get the satan million dollars, and it can 
be done for a million dollars less than the total, you have saved 
million dollars? 

Admiral Rrecumonp. It will go back to the Defense Department and 
[ presume will be put in reserve for saving. 

Senator Corpon. There is a possibility, whether it would be a 
probability or not, that knowledge on the part of those who are doing 
the work that there is an additional million dollars available might 
conceivably cause them to be not so careful as they might otherwise 
be? 

Admiral Ricumonp. I don’t believe that the fact that the money 
is there will change the actual cost figures, sir. 

Senator SALTONSTALL. May I just add this, Admiral? The figures 
here have been simply multiplied three times. In other words, the 





col 


eq 
sta 


ste 
SV 
th 
nu 
ca 


ese 
le, 
but 
hat 
itil 


nd 
nd 
urd 


ild 


CSS 


y. 


ise 


it? 
rs 
do 


de, 


st 


yu 
tO 
ve 
= 
1e 


le 


1- 





SECOND SUPPLEMENTAL APPROPRIATION BILL, 1954 17 


construction costs, the electronics costs, the Government-furnished 
equipment, et cetera, have just been multiplied 3 times for the 3 
stations. 

Now, if they get some estimates on the cost of building the first 
station, they may be able, by building up things by threes, to cut 
down the other force. And it would seem to me that I would be in 
sympathy with what the House has done, as a blind figure, but all of 
these figures are blind. And if you run over and know you are run- 
ning over, we are going to have other considerations of bills, and you 
can come back. 

COMPLETION OF WORK 


Senator Kincore. If these are built in sequence, the contractor 
moving to the second and third, could they be finished this year? 

Admiral Ricumonp. No, sir. They cannot be built in sequence 
I would like to make that point. Time is of the essence in this, 
Senator, if we are to meet the deadline of being on the air this fall. 
All three stations have to be built, and they have to be built between 
July 15 and roughly September 1. This is because your ships cannot 
get in much before that, nor can they leave after that, to carry the 
construction material in and out. 

Now, furthermore, all of that material has to be staged and loaded 
well in advance of July 15. In other words, about May 1 is the last 
that you will be able to get your materials staged in the United 
States to go north. So that is the difficulty with coming back, 
sir. 

Senator Kitrcore. One question, Admiral, leads to another one. 
In other words, if the full amount if allowed, it is an allowance out of 
existing funds appropriated through the Defense Department, is it 
not? If they can effectuate a saving, then that amount of funds 
remains in their appropriation, but if they use the full amount, the 
full amount comes from their appropriation. Is not that right? 

Admiral Ricumonp. That is correct. If this bill passes, sir, pre- 
sumably the Department of Defense—and Mr. Garlock is here and 
can correct me on this—would transfer the full amount to us. Once 
the project is completed, the Coast Guard would transfer back to the 
Department of Defense, I presume, any funds that were not utilized. 

Senator Kircorr. That is the point, there. It seems to me that 
it would be to the advantage of the Department of Defense to com- 
plete these stations under the amount if they could, provided that 
money goes back to them, because they would then be saving more 
money for their own funds. 

Mr. Garuock. Senator, may I comment on this? 

Senator Fereuson. Yes, Mr. Garlock. 


CONCERN OF DEFENSE DEPARTMENT 


Mr. Garuock. I would like to make it clear that the Department 
of Defense does not concur in the approach that this is our final 
responsibility. That is just for the record. We are very concerned 
about having these stations in place this summer. So far as the con- 
struction is concerned, I think we would run a risk of greater cost 
by transferring part of the construc tion to a second season. Because, 
as I understand it, the contractors that are going to do it are there. 
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They are under a cost-plus-fixed-fee contract. They do not expect to 
be there the following summer. So that anything that had to be built 
the second summer would be very expensive in itself. 

Senator Fercuson. How near are the contractors to these places? 

Captain Newron. One of them is right next to the place they are 
working on now. The other 2 are, | would say, probably 300 to 400 
miles away. 

Mr. Garvock. They are up there, they have their crews, and they 
are a going concern. To reestablish that in a later season would 
be very expensive 

I have no knowledge as to the costs, as to whether we can do it for 
a million dollars less or whether it can’t be done for that. But if the 
lowest reasonable cost is the $8 million, as I say, we run a chance of 
losing more than the million dollars by having to go back at a later 
date. I can assure you of that 

Senator Fereuson. Doesn’t it boil itself down to this: that this 
committe probably has to rely on the efficiency of a department of 
Government to see that this job is done as che: aply as possible, but to 
save not having it done this summer we have to appropriate X num- 
ber of dollars. Is that right, Mr. Garlock? 

Mr. Gartock. That is right, sir 


CONSTRUCTION SUPERVISION 


Senator FerGusoN. Now, I want to ask you, in the Defense Depart- 
ment, whether vou have the ability to see that this job is done as 
cheaply as possible, and the money not wasted. 

Mr. Garutockx. Yes;wehave. The whole record of our construction 
in the north has been very good. And the same group of engineers 
and people who have supervised the job up there in Greenland will 
pick this up, and I think everyone who has been through there has 
been impressed with the quality and the reasonableness of the cost. 

Senator FerGuson. What specific funds are you going to use? 
Have you determined that, and can you tell us? 

Mr. Gartockx. The House, reporting the bill out, charges it to 
operating and maintenance, Air Force, and that is satisfactory to us. 

Senator Kitcore. There is one other question I would like to ask 
the Admiral. If this is secret, do not answer it. About the climatic 
conditions: Is it as cold as or colder than at Murmansk, Russia? 

Admiral RicumMonp. I would say it is equally cold. I haven’t any 
data on the comparative temperatures. 

Senator Kitcorr. The reason I was asking that was the fact of the 
use of tank fields as against drum storage at Murmansk. If you will 
remember during the war frequently our freighters were tied up during 
the whole winter because the oil congealed in the tanks to such an 
extent that they could not fire their boilers. And if you use drums, 
you are going to have that same situation up there, whereas if you put 
a tank field you can put in a plant to heat oil, and if you have even 
one tank heated, you can get the others. So it is economy to have 
a tank field, but it is expensive to take the tanks in. 
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DIFFICULTIES ENCOUNTERED 


Admiral RicumMonp. Senator, we gave this information to the House 
committee, and I would be very glad to put this in the record. It 
points out a number of the difficulties, the fact that even for sewage 
disposal you have to heat the runoffs. Because vou are above the 
permafrost region. These buildings, as was indicated in the House, 
all have to be specially constructed on a special foundation, so that 
the buildings do not thaw slightly the strata underneath and sink. 
And those are all elements of cost, which do run this up much higher 
than any other loran chain that we have ever constructed before. 

I have a few pictures here. Although they are tabbed ‘“confiden- 
tial,’ 1 am sure there would be nothing wrong in the Senators’ seeing 
them, if they would just like to take a look at the type of thing. 

Senator KitGcore. In other words, you have a construction job 
there even on your buildings similar to that in Alaska, the Fairbanks 
area, for instance, where you are really building on frozen ground 

Admiral RicHMonp. It is worse than Fairbanks, sir. As I indi- 
cated, our figures are predicated on the same factor that the Navy 
used for their Point Barrow construction. 


DETERMINATION OF ACTUAL COST 


Senator Tuyr. Well, Admiral, it is practically this: that you are 
familiar with and could probably arrive at a cost in connection with 
all of it, excepting the amount of overtime involved and the cost of 
transporting the material to the site that you are going to build on. 
Because the construction will be similar to what you have already 
done elsewhere? 

Admiral RicuMonp. No, sir, it wouldn’t even be similar, because 
we have to build a different type of building for this area. The 
layout will be similar, Senator. 

Senator Tuyr. You have constructed similar construction else- 
where, excepting that climatically you may have a difference here 
from what you have had elsewhere, which is the only factor that you 
are faced with. Otherwise, you have everything proven excepting 
the required cost of bringing the material in and the amount of over- 
time involved in trying to complete it within this given construction 
season? 

Admiral Ricnmonp. That is correct, sir. 

Senator Toye. Now, that is what you are faced with. So that in 
this sum here you are having close to the figures. You would say 
that you are probably within 10 percent, one way or another, of what 
the actual cost would be that would be involved. And that 10 per- 
cent is transportation that you are not positive of, and the overtime 
that may be involved that you are not positive of. Because the men 
are there. They are being quartered there this winter in a vicinity 
or territory within at least 300 miles of this. 

Admiral Ricumonp. Yes. 

Senator Toye. That answers the questions that I have. 

Senator Kitcore. And these figures are based on the experience 
tables of the Navy in the Point Barrow construction and the experi- 
ence tables of the Army engineers? 
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Admiral Ricumonp. That is correct, sir. Of course, those items 
such as electronics are standard for all stations, whether they are in 
the Arctic or not, except for the antenna system, which, of course, 
does involve some slight differences in the north. And we have 
factored that up. 

Senator Fercuson. Have you approved the type of construction 
in the buildings, Mr. Garlock? 

Mr. Gartock. No. You see, this is a Coast Guard responsibility, 
a Coast Guard installation. Our only reason for being here is that 
we are very interested in having the service available, and because 
it is being financed by a transfer from our appropriation. But the 
type of building, the type of equipment they need, is a Coast Guard 
problem. 

Senator Fercuson. You are going to take this out of “Maintenance 
and operation, Air Force, 1954’’? Are you going to be back to ask 
us to put it in there, or some other sum? 

Mr. Gartock. No, sir 

Senator Toye. Then what was in your mind when you asked that 
sum of money last vear and were granted that amount, if it could be 
transferred and you don’t have to get it reappropriated from any- 
where? 

Mr. Gartock. We were operating in Korea under war conditions 
and at the end of July, those conditions ceased. There is this amount, 
and substantial other amounts in other appropriations in the budget, 
that has been placed in reserve because of the change in the combat 
conditions in Kore: 

Senator Tuyr. Did vou anticipate that you were going to put such 
a plant or such an installation in there a year ago? 

Mr. Gartock. Not out of our appropriations, sir. 

Senator Tuyr. Were there any plans? 

Admiral Ricumonp. Yes, sir. 

Senator Taye. Then why weren’t funds asked for it at that time? 


1954 APPROPRIATION 


Admiral Ricumonp. As I indicated, we asked for and received in 
the 1953 appropriation $1,484,675 for the original surveys and founda- 
tion construction at one station, and some preliminary long-lead items 
of equipment that we needed. And at the time we explained that 
it would be necessary to come back the following year, which would 
be fiscal 1954, the current vear, for the balance. 

As I indicated, that was done in the Truman budget. But between 
the submission of the Truman budget and the submission of the so- 
called Eisenhower budget, there was a change in policy, and it was 
felt that since these three stations serve almost exclusively Defense 
requirements, as distinct from some of the other stations, although 
they are Defense requirements which do serve civil requirements, 
this was properly a Defense charge. And for that reason it was 
dropped from our 1954 request, and this is an attempt to get authority 
for Defense to transfer these moneys. 

Senator DworsHak. Has the Budget approved it? 

(Admiral RicumMonp. The Budget has approved it, sir. 
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DEPARTMENT OF LABOR 
UNEMPLOYMENT COMPENSATION FOR VETERANS 


STATEMENTS OF ROCCO SICILIANO, ASSISTANT SECRETARY, 
ROBERT C. GOODWIN, DIRECTOR, E. L. KEENAN, DEPUTY 
DIRECTOR, JOHN MORRISON, ASSISTANT DIRECTOR, UNEM- 
PLOYMENT INSURANCE SERVICE; H. DANIEL DARLING, CHIEF, 
ACTIVITY ANALYSIS BRANCH; EUGENE LOVE, CHIEF, ESTI- 
MATES AND EXPENDITURES DIVISION 


PREPARED STATEMENT 


Senator Ferauson. Gentlemen, I understand that this is for unem- 
plovment compensation for veterans of services on or after June 27, 
1950. Is that correct? 

Mr. Goopwin. That is correct, Senator. 

Senator Fercuson. It is a statutory matter. 

Mr. Goopwin. Yes, sir. 

Senator Fercuson. And how do you account for the fact that you 
didn’t get enough last year? Did you underestimate? 

Mr. Goopwin. We underestimated the requirements. The require- 
ments have increased considerably, due to an increase in unemploy- 
ment, sir. 

Senator Ferauson. How much has it increased, as far as veterans 
are concerned, in unemployment? 

Mr. Goopwrn. We had estimated for the second half of this year 
that the rate for unemployment would be 2% percent, and the rate 
now has gone up to 4.2. So that this increased need is based largely 
on the increase in unemployment for the second half of the year. 

Senator Ferauson. We will receive your statement into the record. 

The statement referred to follows: 


STATEMENT OF Mr. Rospert C. Goopwtn, Director, BUREAU OF EMPLOYMEN' 
Security, DEPARTMENT OF LABOR, ON REQUEST FOR UNEMPLOYMENT Com- 
PENSATION FOR VETERANS PROGRAM (BENEFIT PAYMENTS) 


Mr. Chairman, we are requesting an additional amount of $20,500,000 for pay- 
ment of unemployment compensation for yeterans for fiscal year 1954. Our 
revised estimate of $60,292,608 is made up by a direct appropriation of $38,500,000 
$1,292,608 available from prior-year balances, and our supplemental request of 
$20,500,000. The House Appropriations Committee approved $15 million of 
this request. At the same time it deferred action on the remaining $5.5 milliow 
requested and a change in language which had been requested. 

The increase requested is a result of the recent rise in unemployment. When 
we appeared before the House Appropriations Committee on March 6, 1953, 
we reduced our original estimate for 1954 by $6 million from $47 million to $41 
million At that time I said, and I am quoting from the printed House hearings: 

‘As you know, our experience with this program is still meager. In making 
thi ¢ reduction we are running some risk of having cut it too much and if that 
proves to be a fact we will have to request additional funds.” 

The rate of insured unemployment among Korean veterans during the first 
6 months of fiscal year 1954 was 1.9 percent. However, the rate rose in the 
latter part of the period and in January 1954, it reached 3.7 percent. Last year 
the rate moved upward in February and then declined slowly during the remaining 
months of the fiscal year. On this basis it is assumed that insured unemployment 
during the second half will average 3.1 percent. 

While an insured unemployment rate of 3.1 percent would be about 63 percent 
greater than the 1.9 percent experienced in the July-December period, expendi- 
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—— 


tures are expected to almost double those of the first 6 months. This is accounted 
for bv the continuing growth in the number of Koresn veterans in civilian life. 
It is anticipated that there will be an average of 2,650,000 as compared to about 
2,200,000 in the July-December period. 

State expenditures were $6,560,000 in January as compared with $3,240,000 in 
January of 1953 due in part to a constantly growing Korean veteran labor force 
and in part to a higher rate of unemployment. It is expected that expenditures 
will increase in February and March and then, following a seasonal pattern, taper 
off through the last 3 months of the fiscal year. The expenditures for the first 
half of the year were approximately $20,300,000 and for the last half are estimated 
at about $40 million. Should this seasonal pattern not occur, our requirements 
may be increased 

In preparing this request we have used the latest valid experience available. 
For example, we had been estimating the average cost of payments made to 
supplement amounts paid under the State unemployment insurance program at 
$9, however, experience in the first half of 1954 was $8.52. We have therefore 
reflected the lower figure in this estimate. 

It is estimated that all State agencies will be out of funds by March 25 and 
some State agencies will be running out of funds prior to that date depending upon 
the accuracy of their estimates made when requesting funds. In order that State 
agencies may continue to pay benefits, funds requested in this supplemental should 
be made available by approximately March 10, 1954. 

The requested appropriation language will permit the Bureau to make grants 
to the States in June of 1954 from the 1955 appropriation. Advance grants have 
been requested by 46 States and 2 States have cited Attorney General’s rulings 
which would prevent the payment of benefits until funds are deposited in the 
State account. We believe the change in language is essential if we are to provide 
the States with funds to pay benefits promptly at the beginning of 1955. Similar 
language has been included in the appropriation for grants to States for a number 
of years 


TOTAL VETERANS ELIGIBLE 


Senator Fercuson. Now, are there any highlights that you want 
to give? 

Mr. Goopwin. I think I might point out, Mr. Chairman, that in 
addition to the increase in the rate of unemployment among veterans, 
there is an increase in the total number of veterans as well. That 
group is growing. 

Senator Fercuson. How many veterans are there in this group? 

Mr. Goopwin. There are 2,650,000. 

Senator Frerauson. That is, that were connected directly with the 
Korean war? 

Mr. Goopwin. Yes, sir; that have been discharged since the June 
date. 

Senator Ferauson. Do you know how many of them have seen 
service in the Pacific in connection with the Korean war? 

Mr. Goopwin. No, sir. I don’t know of how many of them have 
actually seen service in that group. The total 2,650,000 are, of course, 
eligible for unemployment insurance under the law. 

Senator Ferguson. And they are only eligible providing they are 
not eligible under a State law? 

Mr. Goopwin. That is right. 

Senator Fercuson. By reason of certain periods of employment? 

Mr. Goopwin. That is right, sir. This is supplementary. 

Senator Fercuson. Are there any questions on this, gentlemen? 

Senator Corpon. I would like to know about this 5.5 million change 
in language. Are these people here requesting reinstatement of the 
5.5 million, and are they requesting some change in language, and if 
so, what? 
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AMOUNT REQUESTED 


Mr. Goopwin. The total estimate requested here is for $20,500,000. 
Now, the change in language is requested in order to make it possible 
for us to advance money to the States for the first quarter of the next 
fiscal year. This is an authority that the Congress has given us for 
the regular unemployment insurance program. We regularly ad- 
vance money to the States for this program. 

Now, there are some of the States that do not have legal authority 
to spend money unless it is advanced to them. In other words, they 
can’t incur the obligation unless the money is on hand. And it is to 
meet the problem of those States that we need this particular authority. 

Senator Corpon. Would that take the $5,500,000, or what? 

Mr. Goopwin. No; it has nothing to do with the amount of money 
that is requested here in this supplemental. This supplemental is 
for 1954. The language would operate in relation to 1955, actually. 

Senator Corpon. You have operated up to now in 1954 without 
that. 

Mr. Goopwin. No, this is a new program, Senator. 

Senator Corpon. You mean you have not had Korean veterans 
heretofore? They have been discharged from time to time. 

Mr. Goopwin. Yes, there was another program for veterans. This 
program was started a year ago last October. So we have had | year 
in which we have had this problem. 

Senator Corpon. Say you have worked it out by the year. That 
is what I am trying to get at. I am wondering whether there is any 
crying need for a change in language for the next 5 months or the 
next 4 months. 

Senator SALTONSTALL. Would the Senator yield, on that? 

Senator Corpon. Yes. I was just trying to get some information. 


HOUSE REPORT 


Senator SALronsTALL, The House report says in its first paragraph: 

The requested language change, which would have the effect of making an 
indefinite appropriation for the first quarter of 1955, and the additional $5,500,000 
requested for 1954, have been deferred for later consideration when such considera- 
tion can be had in an orderly manner. 

So that is satisfactory to you? 

Mr. Goopwin. Yes, sir. That would be satisfactory to us. 

Senator SALTONSTALL. And this indefinite language is to take care 
of your appropriation in the fiscal year starting July 31, 1954? 

Mr. Goopwin. Yes. If the committee would defer consideration 
of that until the regular appropriation is considered, it would be all 
right with us. 

I would like to answer your question, if I may, Senator. The 
reason we were able to get by this last year was because we had 
enough left over. There was enough of a carryover from one appro- 
priation to another, that we did not have the problem. 

Senator Corpon. What about the $5,500,000? You have already 
answered with respect to language. That can be given more careful 
consideration. 

Mr. Goopwin. Yes, Senator. 
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Senator Corpvon. Probably in the current regular budget. What 
about the $5,500,000? 

Mr. Goopwin. The $5,500,000 is the amount that the House did 
not act on. They acted on $15 million of the $20,500,000 requested. 

Senator Corpvon. Was the $20,500,000 for any different purpose 
than the $15 million? 

Mr. Goopwin. For the same amount. 

Senator Corpon. What you mean, then, is that they reduced 
your appropriation by that amount? 

Mr. Goopwin. No, sir; you see, the House didn’t hold a hearing, 
but they said, ‘We are sure you will need at least this much of it. 
We will give you the $15 million and then hold a hearing later and 
lecide what the actual amount should be.”’ That is what they did. 


Senator SALTONSTALL., And that is satisfactory to you? 

Mr. Goopwtn. Yes. 

. ry’ ' ‘ ert noacati Pm? 

Senator Toye. It does not involve any budgeting problem for you, 
then. 


Senator Ferauson. Would that 5 million five be obligated in 1954, 
nder your theory? 
FUNDS DEFERRED 


1 


Mr. Goopwin. That is right. But, of course, it would still have to 
be acted on by the House and the Senate both. It is deferred. As 
things stand now, the whole process on the $5,500,000 is deferred. 

Senator Frerauson. Yes, but if we do not give it to you, what will 
happen? 

Mr. Goopwin. We will need money by June 1 if we don’t get that, 
you see, 

Senator Fereuson. You say you will need money. Does that 
mean they won’t be paid? 

Mr. Goopwin. That is right, sir 

Senator THyr. When does the House intend to start hearings on 
this question? I notice here they said they would defer this to a later 
time, when they could hold hearings on it. 

Mr. Goopwin. They have indicated, Senator, that they intend to 
have hearings fairly soon, within the next couple of weeks. 

Senator Corpon. What you have here, then, is an original request 
for $15 million, and some time before they have heard it you ask for 
$5,500,000 more. Is that the way it is? 

Mr. Goopwin. No, sir. The original request was for $20,500,000, 
which went to the House. The House did not hold hearings. They 
approved $15 million without hearings and deferred consideration on 
the rest of it until we have our regular appropriation hearing. 

Senator Corpon. What reason was there for the action? There 
must have been some kind of a showing before them, or they would not 
have given you the $15 million. 

Mr. Goopwin. No, just a Bureau of the Budget transmittal. That 


is all. 


HOUSE ACTION 


Senator Haypen. What it amounted to, Mr. Chairman, was this, 
apparently. If the House holds hearings on their regular appropria- 
tion bill promptly, and that bill passes in time, this additional 
$5,500,000 will receive consideration. Then if it develops in the next 
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30 days that all or some part of this $500,000 is essential between 
now and the 30th of June, the House will have to put it in another 
supplemental bill. 

Mr. Goopwin. That is right. 

Senator Ferauson. I think they are going to consider it in the next 
supplemental, rather than in the next bill. 

Senator Corpon. What you mean is that they expect to hold : 
hearing on a i cond supplemental bill, and from your vie orci tha at 
hearing must be had and action bad upon it within the next few 
months or you Peal be face to face with no money? 

Mr. Goopwin. That is right 

Senator Fercuson. If they do hold it within that time, so far as 
you are concerned whatever action is taken there will be available 
to you in time? 

Mr. Goopwin. Yes, sir. 

Senator DworsHak. How much of this $15 million goes to the 
various States? 

Mr. Goopwin. All of it, sir. This program is financed by the 
Federal Government and administered by the States. 

Senator DworsHak. It does not increase your operating force here‘ 

Mr. Goopwin. No. This is all benefit money. 

Senator Ferauson. That is all, then. 

I am going to ask the committee what your desire is. 

We will have to have a hearing on Wednesday morning anyway, 
shall we recess now until Wednesday morning to take up the rest of 
the items? 


NATIONAL MEDIATION BOARD 
ARBITRATION AND EMERGENCY Boarp FuND 


STATEMENTS OF FRANCIS A. O'NEILL, Jr., CHAIRMAN, E. C. 
THOMPSON, SECRETARY, AND M. D. LEWIS, ASSISTANT SECRE- 


TARY 
AMOUNT REQUESTED 


Senator Ferauson. Do you want to go ahead? 

Then bring in the National Mediation Board. We will take the 
Mediation Board and the Commission on Intergovernmental Rela- 
tions. And that applies only to the question of travel. 

Gentlemen, you represent the National Mediation Board? 

Mr. O’Neru. That is correct, Mr. Chairman. My name is O’ Neill, 
Chairman of the Board. We have a request for a supplemental 
appropriation in the amount of $150,000. It is to add to our fund, 
known as the Arbitration and Emergency Board Fund, for the pay- 
ment of fees for emergency boards and arbitration boards. It is not 
an operating fund in that the Mediation Board can touch it in any 
way. 

In our estimates for the 1954 budget, we pointed out to the Bureau 
of the Budget and to the House and the Senate committees what we 
had in prospect for this year. The Bureau of the Budget felt that 
$138,000 might see us through, but they took a ‘‘wait and see’’ 
attitude. It has proven that our estimates were certainly justified, 
and we have already had to ask the Bureau of the Budget to take from 
the President’s emergency fund the sum of $85,000. 
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Senator Ferauson. Has that been taken? 

Mr. O’Nettu. That has been taken. It has already been appro- 
priated to us. And we are asking for this additional $150,000 to see 
us through this year. 

HOUSE ACTION 


Senator Feraguson. What did the House do? 

Mr. O’Netiu. We had our hearing before the House about 10 days 
ago. I don’t know that they have taken any action on it. 

Senator Ferauson. They allowed $125,000. Is it possible for you 
to vet along on the $125,000 until the Ist of July ? 

Mr. O’Netu. I imagine so, Senator. We have this special adjust- 
ment board program. If it gets down that close, 1 imagine we could 
suspend 1 or 2 of those boards, if need be, into the next vear. 

Senator Corpon. The House makes this statement: ‘‘The commit- 
tee has allowed all of that part of the request based on specific esti- 
mates.”’ Is that correct? ‘ And $5,560 for further contirgencies that 
may develop.” 

Mr. O’Netii. That is correct. We may have another emergency 
board coming into the picture between now and the Ist of July. 

Senator Frirauson. If you do, there is also another supplemental 
coming along. 

All right. 

Thank you very much. 

Mr. O’Nerii. Thank you, Mr. Chairman. 


COMMISSION ON INTERGOVERNMENTAL RELATIONS 
TRAVEL FuNpDsS 


STATEMENTS OF FRED MILLIGAN, ASSISTANT EXECUTIVE DIREC- 
TOR, AND FRANK JACKSON, ADMINISTRATIVE OFFICER 


PURPOSE OF REQUEST 


Senator Frrauson. The next one is the Commission on Inter- 
governmental Relations. Mr. Milligan. 

This is a request of transfer for travel? 

Mr. MiLuiGan. Yes, sir. 

Mr. Chairman and gentlemen of the committee, my name is Fred 
Milligan, Assistant Executive Director of the Commission on Inter- 
governmental Relations, and this is Mr. Frank Jackson, the Adminis- 
trative Officer of the Commission. 

The purpose of this request was to ask a raising of the limitation 
in appropriations for the Commission. ‘The Commission was created 
by Publie Law 109, which became effective July 10, 1953. 

1 do not know, sir, whether or not you desire mention of the members 
of the Commission. There are 25 members, 15 of them appointed by 
the President, 5 by the President of the Senate, and the Senators 
include Senator Cordon, Senator Hendrickson, Senator Humphrey, 
Senator Schoeppel, and Senator Hoey, and the 5 members appointed 
by the Speaker are Representative Dingell, Representative Dolliver, 
Representative Hayes, Representative Mason, Representative Oster- 
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Senator Corpon. I cannot conceive of a more careful and con- 
servative group from the House and Senate. I am sure they won’t 
spend any money that was not essential. But have you been cramped 
for travel funds? 
Mr. Miuuiean. Yes, sir. 


HOUSE ACTION 


Senator Ferauson. Didn’t the House give you your full amount? 

Mr. Miturean. In the original appropriation, $500,000 was appro- 
priated for the Commission and $16,700 for travel. We have already 
used $16,697.73 for travel. We would like to explain, if the committee 
pleases, that the members of this Commission do not draw compensa- 
tion. The travel expenses would be used, one, for attendance at the 
regular meetings of the Commission, which involve at least one meeting 
a month. 

The members of the Commission live all over the country. It 
costs approximately $1,600 in travel expenses for us to have a Com- 
mission meeting. We anticipate having at least six more. 

Senator Ture. May J interrupt at that point? Where do you 
hold your Commission meetings? 

Mr. MriuiGan. Right here in Washington, sir. 

Senator THyr. And you bring these peeple in from the various 
areas of the United States? 

Mr. Miutiigan. That is correct. If the gentleman please, in 
addition to the Commission meetings, we were authorized to create 
and therefore have created study committees. The study committees 
are composed of representative citizens from outside the Commission 
living throughout the United States, whe are specialists in the various 
fields that are being studied. All of them are in the field of Federal aid 

Senator Ferauson. Maybe we can shorten this. 

Have you figured out the amount of travel that you anticipate? 


ANTICIPATED TRAVEL 


Mr. Mituican. To the best of our calculations, sir, we appeared 
before the House committee and stated that our request for travel 
conservatively would be $143,200. The House committee cut that 
to $100,000. 

We would like to add that at the last meeting of the Commission, 
which was held last Wednesday, 18 additional Federal aid study com- 
mittees were authorized, all of which, of course, involved travel 
expenses, no other expenses. 

Senator Ferauson. These are task forces, and you have to pay 
their travel? 

Mr. Miuuiegan. That is correct. In general, we find the same 
pattern as the Hoover Commission on the task force. 

Senator Corpon. Do you have any idea as to the life of the Com- 
mission? 

Mr. Miniican. We were required by Public Law 109 to make 
our final report to the President for transmittal to Congress on March 
1 of this year. The Commission was to die 6 months thereafter. 
However, we have prepared—I believe Senator Ferguson has the 
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extender, and Representative Halleck in the House, and it was 
announced at the last meeting of our Commission that the adminis- 
tration has endorsed it, and we have an extender bill here that would 
4 oe 
life OL the 


extend thi Commission 6 months, until March 1, 1955, 
at which time the fina! 

FerRGuUSON. Yes 
more questions about this? 
member of 


port would De due. 

senatol I am familiar with that. 
Are there any 
We have Senator 
That is all. 

Mr. Mixiirean. Thank you, sir. 

Senator Frerauson. We will reconvene on Wednesday morning at 


Cordon here, a the Commission. 


LO:30 
(Whereupon, at 12:45 p. m., Monday, February 22, 1954, the 
intil Wednesday, February 24, 1954, at 10:30 
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THURSDAY, FEBRUARY 25, 1954 


Unirep STATES SENATE, 
COMMITTEE ON APPROPRIATIONS, 
Washington, dD. ¢ 
The committee met at 9:30 a. m., pursuant to notice, in room F-39; 
the Capitol, Senator Homer Ferguson presiding 
Present: Senators Ferguson, Cordon, Young, Knowland, Hayden, 
Chavez, and Robertson. 


COMMISSION ON ORGANIZATION OF THE Executive BRANCH OF THE 
GOVERNMENT 


STATEMENTS OF JOHN B. HOLLISTER, EXECUTIVE DIRECTOR, 
AND FRANCIS P. BRASSOR, EXECUTIVE SECRETARY, COMMIS- 
SION ON ORGANIZATION OF THE EXECUTIVE BRANCH OF THE 
GOVERNMENT 


AMOUNT REQUESTED 


Senator Frerauson. The committee will be in order. 

Mr. Hollister, we are glad to have you here this morning. What 
is your request? 

Mr. Houutsrer. | am hoping that this committee will find it ad- 
visable and wise to give the Hoover Commission the $1,830,000 plus 
that we estimate will be needed to complete the work of the Com- 
mission. When this matter came before the House, I think it was 
Mr. Phillips’ feeling that as long as there would be an opportunity to 
come in later this spring, we had better put if off for a month or so. 
I don’t think that Mr. Phillips and his committee gave due considera- 
tion to some of the problems that we have. 

Senator Frerauson. The problem is the appointing of these task 
forces? 

Mr. Houuister. Planning for the long pull is the problem. It is a 
rather unusual kind of operation we are concerned in, and obviously, 
if we can merely save something in one little aspect of the Government 
operations, we will save many times the amount of money we are 
asking for. That would not justify us, naturally, to ask for any more 
than we thought we needed. 

However, this is the nearest estimate we can make. We have 
gone into it very carefully, and we filed with the Appropriations Com- 
mittee of the House a 50-page justification in which we detailed not 
only the jurisdiction of every one of our task forces but the breakdown 
of what we thought each one of those task forces might need. 

Senator Ferauson. We have that. 

Mr. Houuister. You have that here. 
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Senator Ferauson. I will not reprint it again but we will make 
reference to it so it will be on file here. 

Mr. Houutster. It wasn’t all printed in the House hearings. Most 
of it was printed. The breakdown of the individual task forces was 
not 

Senator Ferauson. We will refer to it, so anyone can refer to it 


HOUSE ACTION 


Senator Roserrson. Did the House give you what you asked? 

Mr. Hoxturster. They did not. The House gave us only $300,000 
not with any idea that that would be final, but Mr. Phillips specifi- 
cally stated that he thought perhaps a little later in the spring we 
could come in again when, he said, our plans would be clearer. Un- 
fortunately this came up before him in a good deal of a hurry. They 
asked us to appear a few hours after they received our 50-page justifi- 
cation. It was manifestly impossible for anyone to study it carefully 
What we are trying to impress upon this committee is the necessity 
for planning in this whole work. 

Senator Ropnerrson. What was the budget request? 

Mr. Hotutster. $1,830,000 

Senator Roperrson. You are asking for how much? 

Mr. Houutster. That is what we are asking for. 

Senator Ropertson. The whole amount? 

Mr. Houutsrer. That is right 

Senator Roperrson. But the House gave you $300,000? 

Mr. Houuister. Yes. In addition, we got the original appropria- 
tion of $500,000 last vear. That was obviously a temporary figure 


CARRYOVER 


Senator Roserrson. How much carryover do you have of that? 
Mr. Houuisrer. At the end of January around $300,000 was left 
But we must remember that the Commission had, in the nature of 
things, to be slow in getting going. The level of expenditure in the 
early days of its activity is nothing like the level we expect to reach 

in the next few months, 

Senator Ropertson. How long will the Commission operate? 

[r. Hottisrer. The Commission’s life is until May 1955. We 
are instructed, however, to bring in a comprehensive report by the 
close of this vear, and then make our final report by May 31, 1955, 
when we expire by statute. 

Senator Ropertson. And the bulk of your expenditures will be 
actually in this calendar year? 

Mr. Hotuister. I would say we would hit our peak then. We will 
undoubtedly expend a substantial sum of money in the summer months 
and in the fall. 

Senator Rospertson. If we make an appropriation that is in excess 
of your actual needs, does that automatically revert to the Treasury? 

Mr. Houuister. That is true. The previous Hoover Commission 
turned back about $30,000. It would be my hope to better that, if 
possible 
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USE OF FUNDS 


Senator FerGuson. This is all for personnel? 

Mr. Houuister. Almost all for personnel and travel and things of 
that kind 

Senator Frrauson. So it is a matter that if you cannot get this 
money, you cannot set up a task force to do the work? 

Mr. Houuister. That is true. And you see, Senator, we have to 
pretty well commit ourselves to a good many people for 8 or 10 months 
or a year for the investigating work and the preparation of the reports 
and legislation which, you will remember, in this particular bill we are 
asked to prepare. 

All of this will be pretty well finished in the calendar year 1954. It 
was the calendar year you asked me about, Senator, rather than the 
fiscal year? 

Senator Ropertson. Yes. 

Mr. Houuister. You are correct. Most of the expenditure will be 
im this calendar year. 

Senator Rosertson. I could not understand if the budget recom- 
mended $1,830,000, the House should give you only $300,000 when 
you have to make your plans now and you are going to spend this 
money, most of it, in the next 6 or 8 months. 

Mr. Houuisrer. | think that was an error in the conception that 
Mr. Phillips had of the present situation. 

Senator Frereuson. That is why he said in the report here it is 
not the imtention of the committee to retard in any way the program 
of the Commission, but it is convinced that it has no urgent need for 
additional funds in the amount requested at this time. 

Senator Ropertson. Is there any relationship in the work of the 
Hoover Commission and the one that Manion formerly headed? 

Mr. Houutsrer. Not the slightest. As soon as they appointed a 
Director of the Manion Commission, I met with him at lunch just 
to be certain we did not have any conflict. I wanted to say, ‘““There 
is where we are going to stop, and here are the problems which it is 
up to you to take up if you want.’”’ We are not going to get into the 
general problems of intergovernmental relations which is their func- 
tion. Our function is to take certain broad aspects of Government 
operations, affecting several departments, and see if we can come up 
with some formulas and ideas for efficiency and economy. We don’t 
overlap with them at all. 


WORK OF COMMISSION 


Senator Ropertrson. Do we have any concentrated definite evidence 
of any economy that has been effected by any reorganization heretofore 
put through? 

Mr. Hou.tster. Senator, that is one of those problems that is very 
difficult to answer. Obviously, it is a great mistake to over claim in 
how much can be saved here and there. I know the Members of the 
Congress often have the feeling that when these changes are made, 
rather than saving it is merely reshuffling. The previous Hoover 
Commission, if you will remember, made a great many recommenda- 
tions, some substantial percentage of which were followed. To try 
to say how much was saved here and saved there would be impossible. 
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The General Services Administration, of course, arose out of the 


recommendations of the first Hoover Commission. Some _ people 
think there has been a great saving in establishing the General Services 
Admin stration, and others say there has not. Again, it is one of 
{ things that is hard to evaluate 


Senator Corpon. Isn’t it true that these savings had two meanings, 
one of them is money you do not spend, and the other is the work that 
be d by an organization that is properly set up and properly 
staffed that can do a great deal more within a given time on the same 


Mr. Houutstrer. Yes, sir; that is definite 


Senator Roperrson. I had the impression that the former Com- 


mission laid more stress, | may say, on a theory of Government 
streamlining for control and efficiency than they did on the actual 
savings. Il was hoping this Commission would give at least equal 
thought to how we can sav some money because, after all, that is 
what we just have to do 

Mr. Hoxursrer. Senator, I think there isn’t the slightest doubt 
that that is what we chi fl, have in mind, but true efficiency brings 
about savings. We have just constituted, and the first meeting was 
n ‘J lf sday, ac ymmittecr on the business organization of the D ‘fense 


Department, in which we have placed, in addition to others, the heads 


of our different task forces dealing with matters in connection with 
the Defense D partment, and we have also asked to sit on it 2 or 3 
members of the so-called Cooper committee of the Defense Depart- 
ment. The idea being that here again, instead of duplicating work 
that has been already done, we shall try to take advantage of some of 
the studies that have been made internally, and yet as an outside 
bo not in the Defense Department, we can probably accomplish 
things and get some results that an internal investigating committee 
( r oe 


] 


We have felt that was the desire of Congress, when it set up this 
Commission of ours, to bring about that very thing, to have it outside 
the executive branch, and in that position wi would be able to ac- 
complish things that internal committees of the various departments 
M ld not be able t ( ‘omplish 
Senator Rosi 


erson. Who is in charge of the operational plans, 


i 
getting this work set up and organized and divided to function 


Mr. Houuisrer. I am, as much as any single person, of course after 
the Chairman, Mr. Hoover, who has given an enormous amount of 
time to it and who spends several days each week in Washington. Iam 
supposed to be his right-hand helper. 

Senator Roperrson. To me that is very gratifying. 

{tv 


1)j cussion ol the record 


HOUSE HEARINGS 


Senator Corpon. Mr. Chairman, I have just been glancing at 


page 39 of the House hearings, where there may be a key to some of 
T » 


a Ss A 
he thinkin on their sid There the chairman, Mr. Phillips, had 


this to say, speaking to Mr. Hollister: 
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You do not now know how much your investigations will cost. You do not know 
if you will have to go into foreign fields. You do not know if the members of the 
task forces will ask for payment, * * * It looks like we can say to you that vou 


do not need 1.8 million now, and why not take enough to carry until January or 
February of next year and then see just what vou will need 1 


Senator Ferauson. But their work will be done by then. 

Senator Corpon. That was the question. I am trying to get the 
thinking. Further down is this, that Mr. Hollister says, when speak- 
ing of the 50-page document, and that was in answer to a question of 
$400,000 estimated deferments for task forces not yet authorized. 

Mr. Houuistrer. Can I elaborate on that, or do you want to com 
plete what you were talking about? 

Senator Corpon. Mr. Hollister said he would furnish an answer 
with what they could do with $400,000. 

Mr. Houuisrer. No; what he said was “How much would it tak 
you to operate until June” (House hearings, p. 49). I said I would 
get that for him in 24 hours, if he cared to; but he did not ask me for 
it. They just decided that some $300,000 was all that we needed for 
the time being, well understanding that this meant we would have to 
come back in a month or so. 

Senator Corpon. There was no further request for you to give your 
estimate, or your expenditures up to June? 

Mr. Houuistrer. | beg your pardon. 

Senator Corpon. He did not ask again for that information? 

Mr. Houutster. No, sir. The trouble is that waiting 2 or 3 months 
will not give us a very much better idea of what we will need than we 
have today. You see, this has to be, in the nature of things, an 
activity which will speed up to a peak and then will drop off again. 
The peak ought to be reached in the summer or early fall, | would 
think. 


TASK FORCES 


Senator Corvon. This question was the one that bothered me, and 
maybe you have an answer now, a little after you have talked to them 
over there. Do you know with any certainty specifically what task 
forces you are going to set up? In other words, are you going into 
the foreign field? 

Mr. Houuisrer. We have nine task forces now established, and 
their activities are summarized in the House report. There have 
been two others on which a great deal of pressure has been put on us 
to get underway. Senator Ferguson is quite familiar with those two. 
One is the question of the economic overseas activities, to what 
extent the State Department, the FOA, Labor, Commerce, Agricul- 
ture, should all be better coordinated, so that there are not ré petitions 
and roving bands of representatives of this and that department 
wandering over Europe. Another field in which both Senator 
Ferguson and Congressman Brown expressed the greatest of interest 
in the question of the field offices of all the various Government 
departments around the country, as to whether that should be a 
major job for us to take up. 

Senator Corpon. Those two decisions have not yet been made? 

Mr. Houuisrer. They have not and are up before the Commission. 
In addition to that, since these figures were prepared, there has been 
a change with respect to our task force on water resources and power 
which is one of our major efforts, and which, of course, is highly con- 
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troversial. The Commission decided at its last meeting that because 
of the earnest desire of a great many interests to be heard, and because 
of the feeling that perhaps all might not get a fair hearing unless 
there were open hearings, such hearings would be held by that task 
force, at which all responsible individuals and groups should be heard 
and in addition any Commissioner should have the right to ask that 
anybody be heard. Those hearings are to be public, verbatim reports 
which will be made available to the public and the press. That, you 
will understand, Senator, is an expensive proposition. 

Senator Corvon. The only question, then, that is in my mind is, 
Does this request of $1,800,000 include funds for use in these two areas 
where no decision has yet been made as well as the areas where you 
have already concluded you will go? 

Mr. Houutsrrr. Yes, sir; it does. 

Senator Corvon. Then you divide the amount you asked into two 
parts: One, that which has to do with the uncertain areas, and one the 
certain 

UNCERTAIN AREAS 


Mr. Hoiutsrer. We have set up a $400,000 fund to cover the un- 
certain areas. The rest of it is earmarked. When I say it is ear- 
marked, you will well understand that the earmarking of a certain 
amount fora certain task force, is (bviously only anestimate. We will 
have to transfer funas back and forth before we get through. Let me 
add this, there are a number of other areas where the Commission 
might later decide things should be done. Take, for instance, the 
question of weather forecasting. There seems to be an obvious over- 
lap in what the Department of Commerce does, what the Department 
of Defense does, what the Department of Agriculture does. That 
could well be an important study. The question of telecommunica- 
tions is another one on which there has been a good deal of pressure 
on us to get into. Those things could probably be done in 3 or 4 
months and if we have available funds it is conce ore that we might 
want to get into them. There are still a number of things open that 
we might want to study. 

Senator FerGuson. John, isn’t this apparently what we were fac- 
ing when the honorable chairman appointed a budget committee— 
that we were trying the best we could to see how much was required 
to actually operate this and that we felt it was rather sure that we 
would go into something like the foreign field and the other? 

Mr. Ho.utsrer. I am very glad that you raised that question. 

Senator Ferauson. So it is not necessary work. It is our best 
prophecy. 

Mr. Houutster. That is correct. This budget of ours was checked 
by a committee of the Commission on which Senator Ferguson and 
Congressman Brown sat, with me and Mr. Brassor, our executive 
secretary, who is with me today. They checked it very carefully and 
certain changes were made in it at their suggestion. But one of the 
things that both the members of Congress who were members of that 
committee urged was that this fund be set up especially for contingent 
obligations along the lines that I have discussed. 

Senator Ferauson. We did not want to find the Commission in 
the position that at its meetings we would find things that ought to 
be gone into, and there wouldn’t be any money to start the work. 
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Mr. Houuister. That is correct, Senator. And to make our plans, 
we really should know what we can rely on. 

Senator Corpon. Mr. Chairman, it seems since this whole thing is 

front of us now, and we know how much is in the uncertain field 
and how much they must have if they can confidently go forward and 
plan their operations. 


SURVEY OF LENDING AGENCIES 


Senator Haypren. There is one question, Mr. Chairman, that occurs 
tome. I happen to be glancing through this House Committee hear- 
ing. On page 49, mention is made of payments to a firm employed 
on a contract basis to make the survey of lending agencies. Is 
contemplated that many firms will be employed to do work for this 
Commission? 

Mr. Houutster. I am glad you raised that question, because I want 
to make this very clear. The only reason for the employment of this 
firm is because it was the same firm that made a similar study under 
the first Hoover Commission. It is a highly technical thing, a matter 
of acccunting, really. It was decided thit it would be cheaper to 
have that same firm go ahead and bring its previous studies up to 
date under a contract basis than to start fresh in some other way. 
There is no other contract outstanding of any kind. We did hire 2 or 
3 people from an organization to make a study on independent offices 
reporting to the President, which is one of the things we were instructed 
to go into. But we did that with no overhead cost whatsoever to us, 
merely actually repaying to them the cost of the people working on 
this for some 2 or 3 months. 

Senator HaypgEn. I am asking this, because I do know of instances 
in connection with a congressional investigation, for instance the 
Fulbright committee investigating the Reconstruction Finance Cor- 
poration, employed a firm, and they did an excellent job. | am not 
saying that you should not do that. But, again, we had an experience 
in Arizona where the State appropriated money for, I think, a com- 
mission there, and it made a very voluminous report and the legisla- 
ture almost unanimously refused to adopt almost any part of it. So 
money can be wasted on a thing like that. 

The idea we had in Arizona was that these men who were employed 
had no experience in government and did not know the difference 
between the way a State should be managed and the way a private 
business should be. 

Mr. Houuister. We have one contract only, sir, and we have no 
intention of going into others. 

Senator Cuavez. How do you arrive at those contracts, how do 
you bring them about? Are they negotiated? 

Mr. Houuister. That particular one, the only one we have, was 
based on an estimate made by those who had worked with the pre- 
vious Hoover Commission as to how much it would probably cost in 
the light of the cost of the previous work. The amount is about half 
what the previous contract was. I have a letter in my file from this 
company saying that charging at their regular rates, at so much for 
senior and junior accountants and so much for a partner, if the total 
amount is less than the figure in the contract, an adjustment will be 
made. So I am in a position of knowing that the contract amount 
is the top figure. 
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Senator Cuavez. That is only generalities. What does it amount 
to in dollars and cents? 
COST OF SURVEY 


Mr. Houuistrer. This particular contract is $60,000, the only one 
we have 

Senator Cuavez. How much money would be involved in the 
overall picture at which they will arrive by analyzing, and I am sure 
they will do a good job, for the $60.000. 

Mr. Houuster. Do you mean how much of a saving we might 
count on? 

Senator Fercuson. No, what they are analyzing. 

Mr. Houurster. Every one of the lending agencies of the Govern- 
ment, their figures and costs. As a result of the conference that I had 
with Secretary of the Treasury Humphrey, in which he said that one 
of the most difficult things that he had as a problem before him was 
to find out how much the Government might owe on a contingent 
basis, we have asked this firm particularly to study the possible 
contingent obligations of each of these organizations. 

Senator Cuavez. This committee deals with dollars and cents, 
pure and simple, so many million or $1 or $10, whatever it is. That 
is What we would like to get clear. You are spending $60,000. What is 
involved in the expenditure of $60,000, in matters of dollars and cents? 

Mr. Houursrer. Well, we are dealing with hundreds of millions of 
dollars, of course, of Government money; the home-loan corporations, 
the farm corporations, every one of these corporations where bonds 
are outstanding, where Government obligations are involved, where 
loans are being made, every one of the so-called financial organizations. 


ft runs into hundreds of millions of dollars 


LENDING INSTITUTIONS UNDER INVESTIGATIONS 


Senator Younac. Does that study include the Commodity Credit 
Corporation? 

Mr. Houutster. I think it does. I am sorry I haven’t that com- 
plete list here. I would be glad to supply it if you would like to have 
it I don’t think I have here the list of the agencies involved in that 
party ular contract, but it covers the waterfront. 

Senator Cuavez. You see, Mr. Chairman, I think you will appre- 
ciate that when we come here and sit around the table, we are talking 
about Uncle Sam’s money and they are dollars and cents. That is 
the only reason for the que stion. I think it is money well spent. 

Mr. Houuisrer. I would be very glad to supply the committee with 
the names of the organizations considered, some 20 or 30 of them. 

Senator Corpon. I think it would be well to have those in the 
record. 

Senator Fercuson. Yes, we will put those in the record. 

Mr. Houuister. [ should add that I got a preliminary report 2 days 
ago and it looks pretty complete and full. 

(The information referred to follows:) 
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LENDING INSTITUTIONS UNDER INVESTIGATION ON ContTRACT BAsIs FOR CoM- 


MISSION ON ORGANIZATION OF THE EXECUTIVE BRANCH OF THE GOVERNMENT 
Commodity Credit Corporation Farmers Home Administration 
Public Housing Administration Farm Credit Administration 
Rural Electrification Administration Federal Land Banks 
Housing and Home Finance Agency Federal Intermediate Credit Banks 
Federal National Mortgage Association Production Credit Corporations and 
Home Loan Bank Board Associations 
Federal Home Loan Banks Banks for Cooperatives 
Federal Savings and Loan Insurance Export-Import Bank of Washington 
Corporation Federal Deposit Insurance Corporatio 
Home Owners’ Loan Corporation (in Reconstruction Finance Corporation 
liquidation) Small Defense Plants Administration 
Federal Housing Administration Small Business Administration 
In addition, the Commission can ask that there be added to the above list other 
departments and agencies to the extent of their functions as lenders of public 


funds or as insurers or guarantors of loans made privatel) 
TRAVEL LIMITATION 


Senator Feracuson. Are there any other questions? 

[ have been reminded that we ought to get something into the 
record about the travel limitation for this particular Commission. 
As I understand it, many of the people who you get on the task force 
do not charge $50 per diem but they do want their $9 plus their travel 

Mr. Houuister. That is true 

Senator Ferauson. And a great amount of money is necessary for 
travel, and that travel is screened by the Commission itself, its 
secretarv. 

Mr. Hoxiuister. We apply to all travel allowance the regular 
Government rules. They have to fill out all the proper forms and 
things of that kind. 

Senator Ferauson. So a man gets his travel because he has 
traveled? 

Mr. Houutster. That is true. You will understand that we have 
on our various task forces something over a hundred rather dis- 
tinguished citizens who are giving their time freely and a great many 
of whom are not asking for anything. Most of them would like to 
have travel and subsistence allowances even if they do not ask for the 
$50 per diem to which they are entitled. 


HOUSE ALLOWANCE FOR TRAVEI 


Senator Ferauson. The House gave you a hundred thousand for 
travel out of the $300,000 they allowed? 

Mr. Houutster. That is right. 

Senator Fercuson. Your amount specified in the regular budget 
for the full amount is how much for travel? 

Mr. Brassor. $302,000. 

Senator Fercuson. Are there any other questions? 


MONOPOLISTIC AGENCIES IN GOVERNMENT 


Senator Corpon. I just want to make a statement to these gentle- 
men while they are here, having to do with the report of the former 
Hoover Commission, that that Commission, it seemed, approved the 
problem, as Senator Hayden indicated, an investigating agency 
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approached a problem in Arizona, applying the rules of business 
rae magento to Government, and completely overlooking what to 
me is one of the most important factors in the matter of when we 
consider the size that the Government is. I think they must have 
also in mind that there may be a monopoly in Government as well as 
outside Government, and that you can streamline this Government 
to a point where, within given fields, they are completely monopolistic, 
and there is no opportunity for committees of Congress to have 
before it any information that can come from examination of com- 
parative types of operations within Government. I want to call 
attention to a situation that arose with which this committee is 
fully familiar. ‘The recommendation, for instance, among various 
task forces of the Hoover Commission finally came out as a recom- 
mendation for a department of this Government to take overall 
construction, putting the construction of the Interior Department 
and the construction of the War Department and so forth in one 
single agency. 

This committee had before it at one time not too many years ago 
the construction operations of the Bureau of Reclamation, because 
there had been contracts outstanding terminated out in California 
by that Bureau because of the alleged lack of funds to continue, and 
because the question arose as to whether there was, in fact, such funds 
This committee went into the matter to some extent; the Subcom- 
mittee on Interior Appropriations. As a result of our investigation 
there, and an investigation that resulted from our inquiry made by 
the General Accounting Office and later by some other independent 
agencies, we found a most deplorable situation existing in the Bureau 
of Reclamation, so far as having any intelligible accounting system. 
They did not have it. Had they had that present situation in a single 


construction agency, we might never have known about it unless: 


there was another Hoover Commission or something of that sort set 
up with the power to go into the thing from the accounting standpoint. 
We discovered it solely because this committee had before it light con- 
struction contracts handled by another agency of Government. 


When we had an opportunity to compare the two systems, then these 
discre panc ies became hoe rent, and they resulted in a cor nplete change 
and, | think, a far more efficient accounting system in the Bureau of 
cds nation. It resulted in the ¢ hanging of the contractual provisions 
in their construction contracts so as to protect both the Government 
and the contractor. It was a situation that we could not have dis- 


covered had there been a single, or as I term it, monopolistic agency 
of Government doing the whole thing. I think that that situation 
ought to be before the Commission when it considers the perfectly 
natural problem of why there should be the equivalent of overlapping 
agencies, Why there should be 2 or 3 agencies doing the same thing. 
Sometimes it may well be that the opportunity given for comparison 
between agencies is a very real advantage so far as expenditure of 
money and the efficiency of operations are concerned. 


COMPARISON OF GOVERNMENTAL AGENCIES 
Senator Haypen. Mr. Chairman, I want to confirm every word 


that Senator Cordon has said. I would like to confirm all of that. 
| was chairman of the subcommittee that conducted this investiga- 
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tion, and we found by comparing the methods pursued by the Corps 
of Engineers and the Reclamation Service these difficulties that we 
ran into. We not only found that, but we also found where we could 
make some improvements in what the C ae of Engineers was doing. 
It worked both ways. In the end, the Government is now receiving 
more services from those two agencies. I think it is important that 
you bear in mind what Senator Cordon said. 

Senator Cuavez. You might say as to the mechanics, once in a 
while Congress passes a bill that has multiple purpose. Part of 
goes to the Army engineers, part of it goes to power, and part of it 
goes to reclamation. Individual appropriations are made to reclama- 
tion, to the Army engineers, to the power portion, for flood control, 
for instance. Then each one has their own idea of how to do the 
work and how to do the construction, when it is all Uncle Sam’s 
money, whether it is Army engineers or not. 

Senator HaypEen. I might add in that case, before we got through, 
we had to pay and legitimately had to pay the contract for $700,000 
for their services because of the shutdowns. 

Mr. Houuister. I think in answer to these suggestions, there might 
be a danger in oversimplification, in the adoption of a planned govern- 
ment which is too much that of the engineer working in a vacuum. 
However, I think the Senators will understand that if we had 10 
times as much money and 10 years, we could still not do all the things 
that probably might be highly desirable. It is obvious that we have 
our limitations of time, ability, and money. With 4 Members of the 
Congress sitting on the Commission out of the 12 members, 2 from 
the Senate and 2 from the House, and with the whole matter finally 
resting in the hands of the Congress to decide whether or not our 
recommendations are any good, I think the danger referred to, with 
respect to the present activities of the Commission, is not present. 

Senator Corpon. I just want to say there, Mr. Chairman, that the 
report of the Hoover Commission just became amazing, so far as the 
people in this country were concerned, who were scandalized at the 
high cost of government. I don’t believe there is a Member of this 
Congress that just wasn’t deluged by petitions and almost prayers, 
as well as unquestioned demands that the Hoover Commission 
recommendations just simply be adopted en blanc. You are under a 
terrific pressure there at a time when God knows you have enough 
on your minds without that. 

Mr. Houuister. You don’t want to build a Frankenstein that is 
going to plague you later. 

Senator Ferauson. Could I do this, to ask this committee to 
write up W hat has been said here on this particular point, and transmit 
it to Mr. Hollister, so that he can take the matter up with the Com- 
mission. I would like to have that done so that the Commission 
would see the point that is raised here, and I think ably argued. So 
we will do that. We will give you a copy of the report. 


SINGLE CONSTRUCTION AGENCY 


Senator Corpon. Mr. Chairman, I think one other thing ought to 
be said, and that is this: Were we to set up, and I am confining my- 
self now to the matter that 1 discussed in the first place, a single con- 
struction agency into which would come from the several planning 
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agencies their programs for implementation by construction, | am 
only discussing that one matter here, were that kind of a system 
adopted, we would find ourselves with one committee charged with 
an investigation into each of the several programs, probably. There 
might be a combination of 2 programs in 1 committee but the proba- 
bilitv is that there would be a different committee in each House 
handling the matter up to the point of construction. There might 
well be a single and different committee handling the single agency 
doing the construction. The result would be that the committees 
charged with the planning, with the operations up to the point of 
construction, having completed their work, would write finis, that 
would end that. Then the committee having to do with the con- 
struction agency would not know anything about the background which 
would justify the construction, just as the committee handling the 
planning would not have before it the information with respect to 
the construction itself, because the Congress is compartmentalized, 
whether it be wise or not, and as long as we have a chore before us 
as stupendous as it is, it is bound to be. The results from that point, 
I think, would be disadvantageous to the people of this country. 

Senator FerGuson. Your remarks will be made a part of the record. 

That is all, Mr. Hollister. 

Mr. Houutster. Thank you. 

Whereupon, at 10:15 a. m., Thursday, February 25, 1954, the 
committee was recessed subject to call.) 
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